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WEDNESDAY, AUGUST 15, 1951 


Unirep STATES SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
Washington Epi GF 

The committee met, pursuant to notice, at 11:30 a. m., in room 301, 
Senate Office Building, Senator Burnet R. Maybank (chairman 
presiding. 

Present: Senators Maybank, Fulbright, Robertson, Frear, Douglas, 
Benton, Moody, Capehart, Bricker, and Schoeppel 

The CHarrmMan. The committee will come to order 

Mr. Administrator, I will say again we are sorry we kept vou 
waiting. We had an executive session that has taken quite some time. 

We are pleased to have you here with us and if you will report to us 
as you would wish as to the progress vou have made and as to what 
has been done since vou have taken charge of the REC, the committee 
is Very anxious to hear it 

Will you proceed in your own way? 

Mr. Symincron. Thank you, Mr. Chairman. 

I have a prepared statement here, sir. If it is in order, I would like 
to read it. 

The CHarrMan. Have you a copy of 1 

Mr. Symrncron. I think Mr. Parsons hi as some copies of i 

If it is in order, | would like to read it through, and then answer 
your questions and criticisms on it. 


STATEMENT OF W. STUART SYMINGTON, ADMINISTRATOR, 
RECONSTRUCTION FINANCE CORPORATION 


Mr. Symincron. | thank vou for letting me appear before the 
committee. 

The CHAIRMAN. We are glad to have you 

Mr. Symincron. The hearings before the RFC Subcommittee raised 
important questions concerning the administration of the RFC 
Steps have been taken to eliminate the causes for such questioning 
and I would like to comment briefly on our present policies 

l am convinced that 99.9 percent of the RFC organization are 
honest, conscientious, and capable Americans. These people are 
determined that the RFC wal again become known throughout the 
land as an example of honesty and integrity in Government 

The present activities of the RFC fall into two major groups. 
One has to do with the lending of money and the other with the 
purchase and production of certain strategic materials. 1 will discuss 
the latter first. 
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REC has jurisdiction over the production of synthetic rubber, the 
refining and smelting of tin, and the production of abacs 

During the last vear the requirements for these materials have 
greatly expanded; this is a result of the current mobilization program 
now being superimposed on an already full economy. | 

Under the authority of the Rubber Act of 1948, as extended by 
Public Law 575, RFC has expanded its operations in the synthetic- 
rubber-producing facilities owned by the Government 

The above law specifies that synthetic-rubber-production facilities 
shall be maintained at an annual rated capacity of not less than 600,000 
tons of general purpose or GR—S rubber, and not less than 65,000 tons 
of special-purpose rubber. 

Senator Bricker. The Government is now operating all those 
plants under private leases? 

Mr. Symineron. Yes, sir. We have operating agreements with 
private companies in cach instance. 

Senator DouGias. Mr. Symington, I want to compliment vou as 
Administrator for paying tribute to the work of a senatorial com- 
mittee 

Generally, what happens is that senatorial committees make sugges- 
tions and administrators pay no attention to them, and then some 
months later adopt the suggestions of the senatorial committee but 
pretend that the recommendations of the senatorial committee have 
had no effect whatsoever upon their final decision. They act like 
ungrateful husbands who listen to the suggestions of their wives and 
say that there is nothing to them and then adopt them later. 

[ want to commend you for giving credit to the most abused body 
in the United States, the United States Senate. Thank you very 
much. 

Mr. Symincron. Thank vou, sir. 

Asa result of two outstanding reports on rubber by the Preparedness 
Subcommittee of the Senate Armed Forces Committee, the production 
of synthetic rubber was rapidly increased. 

Senator Bricker. Are those the 11 facilities that have already 
been constructed and were standby ? 

Mr. Symincron. Yes, sir. 

Senator Futsricur. How many do you have now that are in pro- 
duction or in being? 

Mr. Symincron. I think there were a total of 51 at one time, 
senator We have 28. There were 51. 

Senator Bricker. Their increased production has been due to 
increased efficiency and greater output? 

Mr. Symineron. And opening additional plants 

Senator Bricker. Opening additional plants, ves; but there has 
been an over-all increase in the production due to efficiency and 
better methods and so forth? 

Mr. Symineron. Yes, Senator, there has. 

Without subsidy, the RFC is now selling synthetic rubber, at no 
loss, for less than half the world price of natural rubber 

Senator Futsricur. For the record, what are those prices now, 
approximately? 

Mr. Symineron. The price of natural rubber is about 50 cents, sir. 
The price of synthetic is 24.5 cents. 

Mr. Symineron. It is estimated that 65 percent of the rubber now 
being used in American production is synthetic rubber. 
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Senator Benron. Does private industry operate these plants? 

Mr. SymMinGron. Private companies operate them under contract 
from us, Senator Benton 

Senator Bricker. May I ask vou just one question here: Are you 
going into the problem of the increased efficiency and utilization of 
svnthetic rubber in the heavy-duty tires? 

Mr. Symineton. Oh, ves, sir. 

Senator Bricker. You are going into that later? 

Mr. Symineron. Not in this report, Senator 

Senator Bricker. But there is work being done? 

Mr. Syminaron. A great deal. 

Senator Brieker. A great research program is being carried on? 

Mr. Symincron. Yes, sir. That is right. 

Farmer, worker, and businessman all travel to work on rubber and 
use it daily in countless other ways. The tmportance, therefore, of 
this RFC svpthetic-rubber program cannot be overemphasized. 

May I insert in the record at this point this chart It illustrates 
graphically: 

(1) The increasing production of synthetic rubber; and 

(2) the favorable price relationship of synthetic against natural 
rubber. 

(The chart referred to will be found on following page.)] 

Svnthetic rubber would not have reached this advanced state of 
usefulness without research. The RFC synthetic-rubber research 
program, carried on in conjunction with many rubber manufacturers, 
universities, and other research organizations has resulted in out- 
standing developments 

Included in this technical progress is the program of oil-extended 
rubber, a development that will increase the total s ipply of rubber 
with much less use of those components formerly necessary to produce 
the synthetic material 

Another development is cold-svnthetic rubber, a product that has 
proven superior to natural rubber in many applications 

Already it has been demonstrated that cold-svnthetic rubber for 


° 


tread stock on tires has 20 to 30 percent better wearing qualities than 
natural rubber. 

Senator Bricker. How many of the plants are utilizing that 
process? 

Mr. Symincron. The cold, sir 

Senator Bricker. Yes. 

Mr. Syminecron. Senator Bricker, about 50 percent ol all plant 
production has been in cold, sir, and we have just made a decision to 
increase that to 75 percent 

Senator Bricker. It is just a question of transition of facilities and 
manufacturing equipment? 

Mr. Syminaron. Yes, sir Some manufacturers don’t want to go 
to cold at this time 

Senator Benton. Does that require as an essential a mixture o 
natural rubber? 

Mr. SyMInGTON. No, sil 

Senator Benron. Was that true originally of synthetic rubber? 

Mr. Symineron. It was true originally. In some cases they h 
to mix it, but the production of synthetic rubber from a technical 
standpoint has increased tremendously within the last 4 years to the 
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point where a manufacturer would normally prefer to use synthetic 
rubber now as against natural rubber. 

Senator Benron. And no mixture? 

Mr. SyMINGTON. Sometimes he would like to use a mixture, but in 
certain cases he would like to use none. 

Senator Bricker. It is still necessary to use some natural rubber 
in the heavy duty tires? 

Mr. Symineton. Yes, sir; it is. It is the last one they are trying 
to lick. 

Improvements in the manufacture of synthetic-rubber latex using 
the cold rubber process have resulted in a product now generally 
recognized to be as good or better than natural latex for the majority 
of uses. 

Further research in this field is continuing, in order to secure superior 
products. 

The significance of this program to an America literally transported 
on millions of tons of rubber annually is very great, because until the 
RFC synthetic rubber program became a reality, nearly all rubber 
was controlled by either foreign governments or foreign corporations 
set up by private interests with the approval of their governments. 

To advise the RFC in its administration of the rubber program we 
have established a Rubber Advisory Committee consisting of the 
following representatives of both large and small rubber companies who 
operate the Government’s rubber plants: John L. Collyer, president, 
B. F. Goodrich Co.; H. S. Firestone, Jr., chairman, Firestone Tire & 
Rubber Co.; A. L. Freedlander, president, Dayton Rubber Co.; 
Frank D. Hendrickson, president, American Hard Rubber Co.; 
H. EK. Humphreys, president, United States Rubber Co.; P. W. 
Litchfield, chairman, Goodyear Tire & Rubber Co.; Everett Morss, 
president, Simplex Wire & Cable Co.; Thomas Robins, Jr., president, 
Hewitt-Robins, Inc.; J. Penfield Seiberling, president, Seiberling 
Rubber Co. 

Those names, gentlemen, speak for themselves. We have repre- 
sentatives of four large companies and representatives of five small 
rubber companies. 

We have had many highly constructive meetings with the members 
of this advisory committee. 

Another strategic material in the RFC program is tin. 

Unlike natural rubber, tin has no substitute except those our research 
laboratories are working hard to create. This country relies entirely 
on foreign sources for that tin necessary to produce tin plate, bearing 
babbitts, solder, and the many other industrial uses. 

Senator Bricker. And your plant at Texas City is the only one in 
this country? 

Mr. Symincton. There is a small one in New Jersey, but 98 percent 
of the tin smelted in this country, Senator, is smelted at Texas City. 

Senator Bricker. You are still operating that under the contract 
with the Dutch? 

Mr. Syminetron. Yes, sir; they have been operating it and have 
done a very good job. 

During the last war, when the major sources of tin, Malaya and 
Indonesia, were cut off, the RFC built a smelter at Texas City, Tex., 
to process low- and high-grade tin ores from South America. 
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This smelter has been in continuous operation since 1941. It is 
now producing many thousands of tons of tin metal a year, about 50 
percent of our current industrial consumption. 

Senator Bricker. Where does the remainder of it come from, the 
other 50 percent? 

Mr. Symincron. We buy tin from Indonesia, from the Belgian 
Congo, from Malaya, and that just about covers it, sir. 

Senator Bricker. Is it smelted there or in the Netherlands and in 
Belgium? 

Mr. Symincron. Much of it is smelted in Malaya, Senator; much 
of it is smelted in Holland; much of it is smelted in Belgium. Some 
also is smelted in England but I don’t think any smelted English 
ore, the English tin, comes to this country. 

Senator Bricker. Comes to this country at all? 

Mr. Symineron. That is right, sir. 

You see the re are two different Government buy ine programs. One 
is run by GSA, where they purchase tin metal, and one is run by us 
in order to get the concentrate. 

Senator Bricker. You operate the Texas City plant. You have 
no relation to the small New Jersey plant at all? 

Mr. Symineton. No, sir. 

Several months ago, another classic Government report from the 
Senate Preparedness Subcommittee was released on tin. 

Senator DouGias. Mr. Symington, you are breaking all records. 
For a Government administrator to be generous twice in succession 
means, [ think that he should receive the civilian equivalent of the 
Congressional Medal of Honor. 

Mr. Svmington. I hope it is a nice looking medal, sir. 

This report showed in convincing fashion how disastrous to the 
American taxpaver was the operation of this foreign cartel in the 
current rising demand tin market caused by mobilizing an already 
full economy. . 

The purchase of tin metal by the United States Government has 
now ceased, until such time as reasonable fair prices can be obtained 
from those foreign suppliers 

Senator Bricker. They have already come down, of course. 

Mr. Symineron. Yes, sir. I will get into that. 

Senator Bricker. Pardon me Go ahead. 

Mr. Symineron. Thank vou, Senator. 

Immediately after the outbreak of the Korean War last June, the 
New York price of tin rose steadily, from 78%; cents a pound to SL.S3 
last January. At that time domestic prices were frozen. Foreign 
markets continued to rise, however, the Singapore price reaching 
$1.93 on February 14. 

The above Senate report, coupled with changed Government buying 
policies, resulted in a sharp decline in tin prices to $1.34 but, sup- 
ported by the cartels, the price worked back up to over $1.50. 

This time, however, America was determined to cease buying at 
these exorbitant prices. As a result, the world tin price began to 
really fall. As of Monday, it was $1 and a fraction of a cent. 

The current RFC sales price is $1.03. 

May I insert in the record at this point these charts which illustrate 
the Sstor\ of tin prices. 

(The charts referred to will be found on pp. 7 and 8.) 
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Mr. Symineron. The availability of RFC stocks, plus the produc- 
tion of the Texas City smelter, have both proven a valuable asset in 
the struggle for a fair tin-price to the American producer and con- 
sumer. Reductions already obtained under the above program will 
result in savings of many millions to the American taxpaver. If this 
recommended policy is continued, within the next 2 years the savings 
will run into hundreds of millions of dollars. 

Senator Bricker. Can you get full supplies from the capacity of 
vour Texas City plant? 

Mr. Syminaron. We have a lot of tin. The price is very high. 
We are risking a long time from now not buying until we get what we 
think is a fair price. If we get a fair price, we will buy. We have a 
lot of tin on hand. 

What the foreign tin interests of the world should realize is that, 
unless they approach this whole problem realistically, to wit, a fair 
profit only, they are ultimately ruining their greatest market, because 
in addition to further curtailment of nonessential uses, American 
laboratories, faced with these exorbitant prices, are working hard for 
adequate substitutes. 

Based on the present price and amount of production of synthetic 
rubber, the natural rubber people could tell the tin cartel a lot about 
what may happen to their largest market if the United States is 
forced to continue to face exorbitant prices. 

The total amount involved in this RFC tin-rubber program is ex- 
pected to run around $700,000,000 in the fiscal year 1952 

Senator Bricker. Is not vour great difficulty there, in the substi- 
tution of other minerals for tin, that you are also dealing in other 
phases of the short supply? 

Mr. Syminetron. That is right, sir 

\side, therefore, from its more generally understood lending fune- 
tion, RFC has a significant role in the field of critical materials, 
field in which both during and after World War Il it has had a record 
of outstanding success 

Senator Benton. Mr. Symington, is tin an admitted, I mean an 
overt cartel? 

Mr. Symineron. They will not admit it, but in that Senate report 
they have a table to show the interlocking directorates of thie people 
in Malava, Bolivia, England, Belgium, which shows a real interlock- 
ing relationship 

Senator Futsricur. You have no doubt in your mind? 

Mr. Symineron. None whatever; no, sir 

Senator Benron. The ene sa been in use for sO many Vears as 
applied t o tin, I just accepted 1 as a matter of fact, and I wondered 
if the tin peopl themse je admnittod it. 

Mr. Syminecron. No, sir; they do not. 

Senator DouGtas. | w ae to say that the Senate committee, Mr. 
Symington, as a form of public service, is the greatest factor in break- 
ing the rubber and tin cartels, which have been holding up America 
and holding up the world. I think they deserve the highest praise 
imaginable. 

Senator Benron. You could not say they have broken up the 
cartel. They have temporarily broken the price. 

Senator Dovaias. Yes. Well, they have placed monoply buying 
up against monopoly selling. 
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Senator Benton. Yes. It is a very unhappy situation on both 
sides. 

Senator Dovetas. I hope that the cartels realize that in the future 
America is not completely a soft touch in these matters. 

Mr. Symineron. Thank you, Senator. 

In addition to rubber and tin production, RFC operates five abacé 
fiber plantations in Central Ameri¢a, with a total of 25,000 acres now 
under cultivation. Those plantations produce 30,000,000 pounds of 
fiber a year. 

Abaca, better known as manila hemp, is another material for which 
this country must depend upon imports. It is used principally in 
the production of marine cordage, an item vital in the defense program. 

During the last war RFC was authorized to produce abaca in Central 
America, in order to alleviate the loss of hemp from the Philippine 
Islands. Because of defense requirements, authorization for the 
operation of those plantations was continued by Congress after 
the war. 

Senator Benton. Does the RFC operate these plantations or is 
it again on private lease? ° 

Mr. Symincron. It isona contract basis; ves, sir. 

Senator Benton. And the contract terms are fixed on such a basis 
so that the private operators must be making a profit or they would 
not continue to operate. You adjust vour contract terms to permit 
them to make a profit? 

Mr. Symincton. We operate it at cost, Senator Benton. 

Senator Benton. Oh, vou do? 

Mr. Syminetron. Yes, sir; we do. We don’t think we should take 
a profit in a Government operation. 

Senator Benton. The RFC does not take a profit? 

Mr. Symincron. The operators get a profit in the way of a fee 

Senator Benron. Thev get a profit on the fee arranged with the 
RFC and not on the price at which they sell? 

Mr. Symineron. That is right, Senator. Thev operate on the 
basis of what they think is right and what we think is right but we 
own and sell the product. 

Senator Benton. It is a cost-plus-fixed-fee operation? 

Mr. Symincron. Yes, sir. 

Senator Bricker. What about the Philippine supply? Is_ that 
increasing since the end of the war? 

Mir. Symincton. [I don’t know about that Senator. [ will find 
out about that for vou, sir. 

(The information referred to follows: 


The production of abacd in the Philippines is shown in the following table: 
Pi ppine abacd product 
Vill VWillior 

ds of is 

1934-38 (average $15 1947 222 
1939 318 1948S 163 
1940 380 1949 146 
1941-45 (average 101 1950 213 
1946 109 1951 (estimated 263 


1U.S. Department of Agriculture. Foreign Agriculture Cireular dated May 21 
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Mr. Symineron. I think it was just about eliminated and is slowly 
coming back. 

During the current fiscal year, RFC under congressional authority 
and Presidential directive is increasing the area under cultivation to 
50,000 acres. This expansion is scheduled to be completed in 1952. 

In summary, the problem of those materials is primarily one of 
obtaining those raw materials essential for that American production 
necessary to protect both ourselves and our allies. If our economy 
is to survive the unprecedented cost of this vast mobilization effort, 
however, these necessary materials must be obtained at a fair price 

So much for the ‘‘ materials” division of the RFC 

Senator Benron. Do you have the authority, if you wanted to, to 
opel up undet present law five more plantations? 

Mr. Symineron. I think we operate under congressional authority 
and Presidential directives 


Senator BEnTron. | wondered if vou still bad that kind of wuthority 


if defense needs in this war indicate the desirability of further ex- 
pansion of that kind of operation Do vou have that authority from 
prio legislation”? seCRUSE { do hot believe you vet it in the Defense 
Production Act. 

Mr. Syminaron. We do not have authority to expand by over 
50.000 acres. 

Senator BENToN. So vou lack the authority today of the kind that 
put vou into these operations in the last war? 

\Ir. SyMINGTON L lot of the uthoritv we had in the last war was 


removed 
Senator Benron. Yes You could not go out today and build 


svuthetic rubber plants? 
Mir. Symineron. No, sir; we could not. 


senatol 1 N'PON Nol open up plantations Ha Ol examined 
whether vou think such a thority may be indicated or needed as you 


look ahead? 

Mir. Symineron. No, we have not 

senator Bri KER. Under what a ithority, thei — ou expandin 
this to 50,000 acres? 

Mir. Sy MINGTON Wi have congressional authority ) that 

Senator BRICKE! On the 50.000 acres? 

Mr. Symincron. Yes, su 

Senator Bricker. Do you hink that is adequate tor present needs? 

Ir. Syminaron. I think so; ves, sir. 

senator SCHOEPPE!I With reference to all of these piants that you 
have under operation by lease or otherwise, do vou think the program 
is moving forward to such an extent as to anticipate all the needs 
unless all-out war might come? 

Mr. Syminaron. In the case of rubber, where we work very closely 
with the rubber manufacturers, | believe what we are doing now is 
their best judgment and our best judgment combined 

In the case of tin, we bave the problem ol disagre Crh) it hetw en the 
people who in the past have set the price, regardless of the profit 
angle, and regardless of a fair profit, in my opinion, 


In the case of abaca, I] think we are doing all right with respect to 
what would be needed at this time; ves, sir. 
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Senator Bricker. You have 28 rubber plants that you could re- 
activate, if vou wanted to, at the present time? 

Mr. Syminetron. I think we have 28 now in operation, Senator, sir, 
and we once had 51, but a lot of those have actually been dismantled. 

Our problem in the rubber picture now is that we will unquestionably 
have to get more money because the additional reactivation that we 
are going to do is in alcohol rubber, which is just about twice as 
expensive as petroleum rubber, and we can’t under our present authori- 
tv, build new plants. 

Senator Bricker. Are you operating any aleohol plants at the 
present time? 

Mr. Syminearon. Yes, sir. 

Senator Bricker. How many? 

Mr. Syminoron. There are two plants which manufacture butadiene 
from alcohol, one located at Louisville, Ky., and the other at Kobuta, 
Pa. Five of seven alcohol conversion units at these plants are now 
in operation. The other two units will be placed in operation near 
the end of the calendar vear 1951, affording a total capacity for the 
production of butadiene from alcohol of 210,000 tons pel vear. 
Benton. May | suggest that it is my impression vou do 
not now have the authority to build those plants 

Mr. Symrnaron. No, sir. 

Senator Benron. Mr. Wilson asked for that authority. I do not 
know that he meant for the RFC, but he asked { 


Ssenatol 


for the general author- 
itv. May I suggest that this warrants exploration in line with his 
recommendation, Which was not accepted by the Congress? 

Mr. Syminecron. Yes, sir. Now, as to its lending functions. Since 
1934, when direct lending authority to business enterprises was 
sranted, the REC has authorized 62,154 business loans in the amount 
of $4,900,000,000. Bank participation in 25,925 of these loans agegre- 
vated an additional $538,000,000. 

Senator Bricker. That $538,000,000 is the overage which the 
banks assumed? 

Mr. Symineron. Yes, sir. Presently there are 11,493 loans and 
commitments outstanding in the amount of $696,000,000, with bank 
participation in 4,037 of these aggregating $48,000,000 

The CuairmMan. How many are in default from your original 


Mr. Symineron. I might have that figure here. Has anybody got 
it from the staff? 

A Voice. We don’t have the current figure 

Mr. Symincron. We will get it for you, Senator. It is very small; 
I can tell vou that 

The Cuarrman. We will take the liberty of putting it into the 
record at this point, if we may. 

The information referred to follows:) 

Our most recent figures show 1,463 loans delinquent at this time. Of these 
{88 are in a state of liquidation. 

Sinee 1932, $63,729,000 has been written off on “bad” loans. Of that amount 
$35,500,000 was attributable to one loan. This is 2.7 percent of loans made 
during that period 

The Cuarrman. Can you include in that how much money you 
lost on that? 

Mr. Symineron. Yes. sir. We will do that. 
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Shortly after I took office we had the managers of the 32 field 
offices come to Washington for a general discussion of our policies. 
This meeting convinced us that there ought to be a new statement of 
lending policies so that there could be a uniform basis for the exercise 
of business judgment on the part of the agency managers. 

Immediately thereafter we issued a directive on lending policies 
which furnished the criteria for the types of loans RFC should make 
as well as those for the types which should not be made. Recently 
REC lending policies were more fully and formally defined in a policy 
statement approved by the loan policy board, which was set up under 
the present reorganization of this agency. ‘The members of the loan 
policy board include Secretary Snyder, Secretary Sawyer, and the 
Administrator and Deputy Administrator of the RFC. 

A copy of this policy statement is attached 

The statement referred to follows: 


RECONSTRUCTION FINANCE CORPORATION, 
Washington, D. C., August 7, 1951. 
Loan Agency Bulletin No. 2127 
Subject: Loan Policy Statement No. | 


In accordance with section 6 of Reorganization Plan No. 1 of 1951, the Loan 
Policy Board of the Reconstruction Kinane Corporation, COM pe sed of the 
following members, all ex officio: Stuart Symington, Administrator, Reconstrue- 
tion Finanee Cornoration, as chairman, Peter Bukowski, Deput Administrator, 
Reconstruction Finance Corporation, as viee chairman, John W. Snyder, Secretary 
of the Treasury, and Charles Sawyer, Secretary of Commerce, have approved 
the attached policy statement No. | estabiishing general policies which shail 
govern the granting and denial of applications for financial assistance by the 
Reconstruction Finance Corporation 

Agency managers are hereby instructed to follow the policies set forth in such 
statement 

LEO NI Se 1 


RECONSTRUCTION FINANCE CORPORATION, LOAN PoLticy Boarp PoLicy 
STATEMENT No, 1 


The purpose of this document is to establish the pr ples and policies to be 
followed by the RFC in the conduct of its lending operations, luding partici- 
pations in loans. 

The general policies are contained in part I. These general policies incorporate 
the statutory requirements of the RFC Act and expressions. of congressional in- 


tent as to the manner in which the loan operations of the Corporation should be 
, 


conducted. In addition, there are included various standards, implementing the 
statutory provisions and the expressions of congressional intent 

In the pursuit of the objectives of the RFC Act, the general policies of the RFC 
shall, to the maximum extent possible, be correlated with the general programs 
and policies of the Federal Government such as the present anti-inflation and 
defense-mobilization programs. Accordingly, part II of this statement-of-loan 
policies prescribes additional loan standards to be followed during the present 
period of mobilization and rearmament. The standards in part II are not in sub- 
stitution for, but are supplemental to, the general standards embodied in part I. 

These standards for loan policies are not intended to and cannot be auto- 
matically operative in each individual case. Accordingly, appropriate instructions 
and interpretations will be issued from time to time to the several managers of 
REC loan agencies. 


PART I. GENERAL LOAN POLICIES 
A. Ce ne ral obje clives 


All loans by the RFC must be of such character as to accomplish one or more 
of the stated objectives of the RFC Act, namely, to aid in finanei: 


g agriculture, 
commerce, and industry, to encourage small business, to help in maintaining the 


economic stability of the country, and to assist in promoting maximum employ- 
ment and production. 
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B. Specific statutory restr wctions 


All loans by the RFC must at all times meet the following requirements of the 
RFC Act: 

(1) That no financial assistance be extended unless the credit requested is not 
otherwise available on reasonable terms. No loan shall be made in competition 
with private sources of credit. Loans shall not be made to an applicant where 
credit is available from private sources unless the terms, including the interest 
rate at which the credit is so available, are clearly unreasonable. In most cases, 
it should be insufficient to find only one commercial bank unwilling to grant the 
loan. The applicant should show why he should not dispose of a marketable 
asset in order to obtain all or any portion of the funds needed. 

2) That all securities and obligations purchased and all loans made be of such 
sound value or so secured as reasonably to assure retirement or repayment. 

(3) That all loans made and all obligations and securities purchased, except 
those of public governmental agencies, mature in 10 vears or less. 

{) That in agreements with banks to participate in loans wherein the Corpora- 
tion’s disbursements are deferred, the amount of the Corporation’s participation 
be limited to 70 percent of the balance outstanding at the time of disbursement 
in those cases where the total amount borrowed is $100,000 or less, and be limited 
to 60 percent of such amount in those cases where the total amount is over $100,000. 

5) That no loan shall be made to any State, or political subdivision thereof, for 
the payment of ordinary governmental expenses as distinguished from specific 
pub ic projet Cris. 

6) That loans to common carriers, such as railroads and airlines, must meet 
the standards set by the regulatory agencies, specifically the Interstate Commerce 
Commission and the Civil Aeronautics Board, in addition to the usual standards 
for all RFC lo: 
7) That loans to financial institutions must meet standards set by the Treasury 
and are subject to Treasury approval. 

8) The objective in emergency disaster lending should be to relieve the hard- 
ships attendant upon such disasters. Such loans are not required to meet all 
the credit standards governing loans for normal purposes. 

9) That no director, officer, attorney, agent, or employee of the Corporation 
participate directly or indirectly in the deliberation upon or determination of any 


question affecting his personal interests. 
i 





ans. 


C. In plementation of basic statuto Provisions 

In addition to meeting the general objectives and requirements of the RFC 
Act, all loans shall be made in accordance with the following principles: 

1) The primary consideration in determining whether to grant a loan shall 
be the interest of the general publie rather than the interest of the individual 
borrower. 


2) Loans shall not be granted which in effeet would promote monopoly. 

3) In earrying out the objectives of the RFC Act, particular consideration 
shall be given to the credit needs of small-business enterprises. 
D. Parti ile ivpes of loans which do not quali j 

1) No loan shall be made to “bail out”’ creditors, i. e., to pay off creditors who 
are inadequately secured or likely to sustain a loss. 


2) No loan shall be made primarily to refinance an existing debt. 

3) No loan shail be made for effecting a change in the ownership of a going 
business or for purchasing an interest in such business. 

1) No loan shall be made for acquiring, constructing, or improving real 
property which is to be held for investment. 

5) No loan shall be made for speculative investments or purchases. 

(6) No loan shall be made to an eleemosynary institution. 

7) No loan shall be made to any newspaper, magazine, radio broadcasting 
companies or other similar organizations, 


8) No loan shall be made for providing capital to an enterprise engaged in the 


business of lending. 

9) No loan shall be made for operating an establishment whose income is 
derived in whole or in part from gambling or from rental of the premises for 
gambling or from rental of the premises for gambling purposes 


10) No loan shall be made for operating an establishment whose income is 


derived predominantly from the sale of aleoholic beverages. 
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PART HI. LOAN POLICY IN PRESENT EMERGENCY 


In addition to the loan policies prescribed in part I hereof, the following princi- 


ples shall be effective during the present period of defense mobilization and 
rearmament: 


(1) All loans by the RFC must assist, expedite, increase or maintain the 
production of goods or services necessary to meet either military requirements 
or essential civilian requirements. 

(a) The receipt of a certificate of necessity for accelerated tax amortization 
or the receipt of a defense contract (either a prime contract or subcontract) 
or a purchase order by the borrower or the existence of a national shortage 
of a commodity or service or proof of a regional (normal market area) short- 
age so great that minimum needs cannot be met at reasonable prices may 
be considered as evidence that the loan is for a defense purpose or an essential 
civilian requirement. 

(6) Loans for the maintenance of existing production, processing, and 
orderly distribution of goods and services which are customarily recognized 
as necessities as distinguished from luxuries, may be 


considered loans for 
essential civilian requirements. 


(c) Loans for conversion to essential production may be considered in the 
interest of national defense. 

(2) In each instance it should be determined as far as possible whether granting 
a loan will or will not be inflationary. For a loan to be considered noninflationary, 
the finding should indicate that the loan will produce either an increased supply 
of essential goods or services or the prevention of a decrease. 

LEo NIEson, Secretary. 

Mr. Symincron. Some of its highlights are as follows: 

Under the new policy every loan must serve the public interest as 
well as the private interest of the borrower. It can serve the purpose 
by helping a borrower to contribute to the defense program or to 
provide essential civilian goods or services. 

The CHarrRMAN. Let me ask you something there: What is the 
limitation of the loan a local office can make now? On a straight-out 
loan, have you changed that? What is the rule on it now? 

Mr. Symineron. On a straight-out loan, every 
approved in Washington. 

The CHarrMAN. Regardless of how small it is? 

Mr. SyMiInGTon. Yes, sir. 

The CuairMan. It used to be $100,000. 

Mr. Symineton. Yes, sir. 

The CuarrMan. Do the local banks have to participate in those 
smaller loans by saying that they have denied them? 

Mr. Syminaron. They don’t have to, Senator, sir, Mr. Chairman, 
but we like to have them. 

The CHarrRMAN. I used the wrong word when I said “participate.” 
I meant the borrower has to show that he could not get it from a 
local bank; is that right? 

Mr. Syminaton. Yes, that is correct, sir. 

Senator CapeEHArRT. Can a field office turn down a loan without 
sending it to Washington? 

Mr. Syminaton. No, it comes to Washington. 

Senator Capenart. For your review? 

Mr. Symineron. Yes, sir. 

Senator Benton. Do you regard that as a temporary policy? Do 
you hope to decentralize again at some future time? 

Mr. Symincton. We would hope so. 


loan has to be 
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The CHarrMan. The reason why I asked that, I imagine some of 
vou gentlemen have gotten telegrams. It seems to me that is a lot 
to be carried on in Washington. 

Senator CarpeHarr. What purpose does the field office serve, then, 
if they cannot make loans? 

Mr. Syminetron. That is a clearing agency, and that is good because 
you want to know what the local position is on the loan. I think 
that is the most important aspect of all, and the local committee, the 
local advisory committee, and the local businessmen, the local bankers, 
they give you a local evaluation they also make the credit investi- 
gations, appraisal work, and so forth. 

Senator FuLpricut. They are advising you; they are persuading 
you 

The CuarrMan. Have they set up an advisory board for all local 
offices? 

Mr. Syminetron. Yes, we have advisory committees for all local 
ae 

The CHatrMan. A Representative from South Carolina recom- 
wat some people. This was a week or 10 days ago, and they 
have not been approved. I do not know whether they should have 
been approved, or not. | just mention the fact. Would you have 
somebody « ‘all my office about it? 

Mr. Symineton. I certainly will. 

Senator ScHorpreL. Mr. Symington, I would like to ask you this: 
By that change in policy whereby all loan applications must come to 
the Washington office, are you experiencing considerable delays in 
those, or do you have a sufficient staff to process them rather expedi- 
tiously? 

Mr. Symincron. I think we are handling it, if anything, a little 
quicker than it was handled before. Of course, you understand this 
does not include disaster loans. They can be made in the field. 

Senator ScHOEPPEL. 1 understand that. That is separate and apart 
from disaster loans. 

Mr. Syminaron. Yes, sit 

Senator Futsricur. | want to emphasize that paragraph. The 
public interest is something that the subcommittee considered very 
important; we felt, in the examination of loans under the old board, 
that element had been neglected, and I am very glad that you em- 
phasize that aspect of 1 

Mr. Symincron. Thank you, Senator. 

RFC loans must conform to the anti-inflationary policies of the 

Senator Bricker. You read one other sentence: You can serve the 
purpose by helping a borrower to ¢ ontribute to ie defense program or 
to provide essential civilian goods or services. 

You are limiting your loans at the present time to those which con- 
tribute to the defense program or to provide essential civilian goods or 
services to the defense program? 

Mr. Syminaron. Yes, sir. 

Senator Futsricnr. That is one of the best criteria for arriving at 
whether it is in the public interest, or not, is it not? 

Mr. Symineton. That is right, sir. 

RFC loans must conform to the anti-inflationary policies of the 
Government. To protect against an inflationary effect, a loan must 
be used to produce an equivalent amount of essential goods or services. 
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No loan may be made unless the applicant can show in writing that 
financing is not available from banks or other sources on reasonable 
terms. We are requiring that a borrower show evidence that he has 
tried to get the financing from at least three financial institutions when 
available. 

We want to be very sure that the RFC is not in any way competing 
with private banking. We also want to encourage bank participation 
to the rreatest possible extent. 

Senator Capenart. How do vou reconcile a situation where the 
Government is saying to the banks that you cannot make loans, in 
order to cut down the inflationary pressure, where the bank might 
make the loan if it were not for that fact? If vou turn around and 
make it how do vou reconcile that? 

Mr. Symincron: Senator, there is no loan we would make that 
bank wouldn’t make, if it were capable of so doing. 

Senator Carenarr. I am thinking now in terms of loans that the 
banks would like to make but that they cannot make because of the 
regulations of the Government, because the Government says: We do 
not want you to expand vour loans. 

Mr: Symineron. At this time there is no loan that a bank could not 
make for those reasons that the RFC would make 

Senator CarppHarr. Are you certain of that? 

Mr. Symineton. To the best of my knowledge, ves, sir. You 
might find exceptions, but they would only be ones that prove the rule. 

Senator Carpenarr. Would vou be interested in looking at some 
that were made in and around Chicago, where the banks would have 
been delighted to have made them, if it had not been for the fact 
that the Government was saying to the bankers to hold down infla- 
tionary loans? 

Mr. Symincron. Yes, sir. I had a letter from a high Government 
official protesting against the fact that one of his constituents had 
been lending money to certain companies but that we had taken the 
loans away from him. I found that to be true. But that he was 
charging around 23 percent interest. Also, he has been tried and 
convicted and has appealed a case for using the mails to defraud. 

We have taken quite a little business, I think, away from that kind 
of people. 

Senator CArpEHART. You are getting away from the point now. | 
am talking about legitimate bankers 

Mr. Symincron. Well, legitimate bankers, we don’t make loans 
they would make. We follow closely, and that is one of the reasons 
for the loan policy board, with the Secretary of the Treasury and the 
Secretary of Commerce 

Senator Capenarr. Let me see if 1 cannot get you some loans on 
that basis. 

Mr. Symineton. We would be glad to have them. If we have made 
mistakes, we would be glad to correct them. 

Senator Capenartr. | have heard some rumors to that effect. 
They may be wrong. 

Mr. Symineron. | was just trving to present a Case that we actually 


au 


ran down, because this man was right tenacious about the fact we had 
been taking away his business. 

Senator CapeHartr. | do not know who you are talking about in 
that respect. 

Mr. SyMInGTON. Yes, sir. 
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Senator CAPEHART. But there may be cases like that. I am not 
thinking in terms of that sort of condition. 

Mr. SyMinGron. Senator, if you find cases where we are interfering 
with private banking, I would like to know about them. 

Senator Carpenarr. I do not know that you are interfering, but 
I am thinking of cases where, as you well know, the bankers have 
their own committee, and the Government is discouraging them from 
making any loans, and they have good customers and they have 
fellows that they would like to loan money to but they cannot do it 
under this policy. I have been told that you have been taking those 
loans. 

Mr. Syminetron. Have you any illustration of that? 

Senator Capenart. | will get them for you. That is what I said 
a minute ago. 

Mr. Symincron. I would appreciate that. 

Senator Capenart. If I do not have them, I have Been misinformed. 
Maybe I have been misinformed, but it had nothing to do with any 
23 percent or anything like that. 

Mr. Symincron. We don’t operate perfectly. 

Senator Capgenarr. | think you understand if a man has good 
credit and they would not loan him money because of the rule of 
keeping down loans, if he needs it, must have it, then he would come 
to you or go any place that he could get it, if he really needed the 
money. 

Mr. Symineron. So long as we are discussing it, I would like to 
present this aspect. We are not making a loan that isn’t either a 
defense loan or a loan that contributes directly to defense. 

Now, there is no Government regulation I know which prevents 
the Government from making a loan on that basis. Inasmuch as 
that is the basis we are at least trying to operate under, there should 
not be many cases of the character you outline. 

Senator Bricker. Under the Defense Production Act they have 
full authority to guarantee those loans if they enter directly into 
the defense production program. 

Mr. Symrneron. Under the defense production program, sir, there 
are two types of loans that we can make: One loan—which I will get 
to later in my statement—is a loan where we lend against collateral. 
The other loan is one that we have no activity in beyond operating 
as a fiscal agent for the Defense Production Administration, who 
notify us that the loan is essential to the national defense. 

Senator Brickrr. That is under the guaranty provision? 

Mr. Symineron. No, sir. The guaranty provision is still a dif- 
ferent aspect, where the Federal Reserve guarantees 90 percent or the 
procurement authority guarantees 90 percent. 

Senator Bricker. But there are situations where the Federal 
Reserve guaranty would not be adequate to meet the needs of the 
defense program? 

Mr. Symincron. I would think so; yes. The Federal Reserve 
would not guarantee a loan which they thought was a sour loan, 
but the Defense Production Administration could make that loan if 
they thought, regardless of how sour it was, it should be done in the 
interest of national defense. 

Senator Futrricut. Government contracts—you come in only on 
those Government contracts. 
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Mr. Symincron. Yes; we would make a defense loan, if instructed 
to do so by Mr. Wilson’s operation. 

Senator Futrricur. | am only speaking of defense loans. If it is 
a defense loan, it is in connection with a Government contract. 

Mr. Symineron. It might be, sir, but it might be a loan incident 
to the building of a plant which is not directly connected, as, for 
example, an aluminum plant, which would be for both defense and 
additional civilian use 

No loans may be made to bail out other creditors 

No loans may be made to luxury hotels or to places deriving their 
principal income from the sale of intoxicating liquors 
Senator FuLsricur. Mr. Symington, would you not add _ there 
or gambling,”’ after ‘intoxicating liquors’? It would be proper to 
add “or gambling,’ would it not? 

Oh, that is the next paragraph. Go ahead. 

Mr. Symineron. No loans may be made to gambling establish- 
ments. 

We have instituted a polic: v of full disclosure on RFC loans. In 
accordance with the views expressed by many of the members of this 
committee, we announced that we would do our best to conduct the 
RFC’s affairs in a goldfish bowl. We stated it as our conviction that 
where the taxpayers’ money was being loaned, the taxpayers had a 
right to know all the facts. 

Other policy and organizational changes which have been put into 
effect may be summarized as follows. 

Senator Bricker. Let me say that that is one of the most construc- 
tive things vou have done. 

Mr. Symineron. Thank vou, Senator. 

Since May 7, 1951 the RFC has: 

(a) Established policy of having all loan authorizations, except 
disaster loans, made in the Washington office to assure uniformity of 
actions through Satidiane emanating from one central authority. 

(6) Modified the Corporation’s regulations requiring registration of 
attorneys or representatives of applicants, borrowers, or others so as 
to provide that officers of corporate applicants or borrowers come 
within the category of those required to register. 

(c) Established a policy whereby all sales of securities or property 
held by the Corporation shall be made on competitive bidding, which 
may be by sealed bids or at auctions, depending upon the type of 
collateral. 

(d) Established an Office of Loan Agency Management, responsible 
for the general supervision of the operations of all loan agencies. 

(e) Issued broad general authorities to the Director, official of 
personnel, thereby streamlining this operation and eliminating the 
presentation of all personnel matters to the Administrator 

(f) Increased the personne! of the office of investigation. 

(g) Reorganized and strengthened the Corporation's fiscal depart- 
ment, and reestablished fiscal divisions and changes in loan agency 
operations to provide for the orderly and efficient transaction of 
fiscal functions. 

(kh) Reduced the number of statistical and other reports required of 
the Corporation’s loan agencies. 

In addition to the business loan program, the RFC also makes loans 

persons or enterprises which have suffered from a major disaster. 


sé 
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To date we have made over 26,000 loans totaling $63,000,000 in this 
program, of which 997 loans totaling $4,000,000 are outstanding. By 
law these loans can be made without collateral. They are, in effect, 
character loans, and it is interesting to note that virtually all of them 
have been repaid in full. The percentage of loss is very low; the loss 
record on disaster loans is approxim: ately 7 percent. 

The RFC is playing an important role in the present flood disaster 
in the Midwest. 

To facilitate and speed up processing of applications for disaster 
loans for flood sufferers, the following steps have been taken: 

The Kansas and Missouri flood areas and Ottawa County, Okla., 
have been declared disaster areas as required by the RFC Act. These 
three areas are under the jurisdiction of the RFC loan agencies in 
Kansas City, St. Louis, and Oklahoma City, respectively. 

2. The Kansas City loan agency has established seven emergency 
branch offices in the Kansas area, the St. Louis loan agency three, 
and the Oklahoma City ageney has installed an emergency branch 
office at Miami, Okla. This makes a total of 14 RFC offices which 
are handling disaster loans in the flood areas. 

Senator ScHOEPPEL. Mr. Symington, | want to say to vou it is my 
personal information that that has been a most practical and ex- 
peditious handling of this matter, and it is much appreciated. 

Mr. Symineron. Thank you, Senator Schoeppel, and I would like 
to pass the chief credit for that to Mr. Peter Bukowski, our Deputy 
Administrator, sir. 

Senator Benton. Mr. Symington, what is the comparative figure 
that made you say 7 percent loss is very low? Is it comparable 
experience somewhere else? 

Mr. Symineron. You understand, Senator Benton, that if a man 
has no collateral and you give him a loan, he comes in on his honor 
and pays it back. 

Senator Benron. I have always been amazed at the fact that — 
student loans to young people in universities, with no collateral : 
all, are paid out 98 and 99 percent. 

Mr. Symineron. Yes. 

Senator Benron. Young boys who have not even gotten through 
colleze, have not a dime, the extent to which, on pure character, they 
pay out 

Mr. Symineron. Yes, sir. 

Senator Benron. I only ask whether there is a comparable ex- 
perience. 

Mr. Symineron. I don’t think there is. I would like to take a 
look at that and give you some information on that. 

Senator Benron. It seems to me high, and yet I know the purpose 
of the program is to give money on very liberal terms, and I approve 
of it. 

Mr. Symineron. Yes, sir. 

The 11 emergency branch offices are empowered to make loans 
on their own authority up to and including $5,000. 

The managers of the RFC loan agencies in Kansas City, St. 
Louis, and Oklahoma City continue to have the right to make disaster 
loans on their own authority up to and including $20,000. This 
authority has now been broadened to include loans from $20,000 to 
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$50,000, providing they have the approval of the RFC advisory 
committee in the area. 

5. In the interest of speeding up aid to flood sufferers, the RFC 
has obtained the cooperation of local banks to receive and process 
applications for disaster loans up to and including $5,000. While the 
RFC must approve and make these loans, this system of bank co- 
operation is making it possible for flood sufferers to receive loan 
commitments as early as possible so they in turn can proceed 
immediately with rehabilitation efforts. 

At the present time RFC has a revolving fund of $40,000,000 for 
disaster-loan purposes and about $4,000,000 of this was previously 
committed, leaving about $36,000,000 for the present flood emergency. 

Up to today we have received about 500 applications for disaster 
loans in the flood areas. These have ranged from a $75 loan to replace 
a kitchen stove to $500,000 to restore a grain elevator. The total of 
these disaster loans so far has been about $10,000,000 and they 
coming In at an increasing rate. 


To date in Kansas we have made 6] disaster loans totaling $564.000: 
in Oklahoma 86 loans totaling $116,000; and in Missouri 
totaling $3,700. 

Also in the disaster area, the RFC helps in another way. We were 
informed by the Department of Agriculture that there were between 
3 and 4 million bushels of water-soaked grain in flood-damaged el 


> ioans 


vators and in railroad cars. This amount of grain will make between 
7.5 and 10 million gallons of alcohol. The REC uses alcohol in the 
manufacture of synthetic rubber. We indicated to alcoho! distillers 
that we would consider the purchase of alcohol made from this 
flood-damaged grain at prices not over 70 cents per gailon delivered. 

At a 70-cent price for alcohol, the distillers should be able to pay 
in the neighborhood of $1 per bushel for the water-soaked grain This 
compares with distress sales which were being made to feeders at 
prices as low as 15 cents per bushel. 

In this way the RFC is obtaining alcohol at about 15 cents a gallon 
under the market, at the same time giving the Kansas and Missouri 
grain people a fair price for water-soaked grain. 

The REC also serves as fiscal agent for the Defense Production 
Administration. It handles loans granted by DPA from funds author- 
ized by the Defense Production Act. It does not review these loans 
from a credit standpomt, merely handling the same as fiscal agent 

The authority and therefore the responsibility for such a loan 
should be concentrated in one agency, and the President now has 
under study a plan for effecting such a consolidation within the REC. 

Senator Bricker. That is taking the review of credit away from 
DPA and putting it in RFC? 

Mr. Symineron. That would be right, sir. 

In other words, Senator Bricker, it would give the lending experts a 
chance to look at the loan from a lending standpoimt 

Senator Bricker. Their argument for that authority was they 
could utilize that facility which you have when it came before the 
committee. 

Mr. Syminaron. Yes, sir. We wouldn’t have the final authority 
If we said: The loan is not a loan that should be made on the basis of 
credit, they can say: Nevertheless, we must have it from the stand- 
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point of the defense situation. But it seems wrong to us, and | think 
everybody in the Government who has analyzed it agrees, that the 
real lending experts of the Government are who in the RFC never 
submit a report. They just act as the fiscal agent when it comes in. 

Senator Bricker. Do you not investigate those loans at all, or 
does DPA authorize your credit agency or credit department or di- 
vision to inspect the reliability of credit? 

Mr. Symineron. We do make a credit investigation but we don’t 
make any decision on whether or not the loan should be made. 

Senator Bricker. It seems to me, as | remember it-——and this is 
only from memory—that they suggested that the RFC would be 
available for that purpose, and one of the reasons for giving you the 
loan authority was that you have already the authority to investigate 
credit, and the facility was already set up; therefore, they would 
utilize that function of your department. 

Mr. Symincron. Well, we look at the loan—TI think I can clarify 
that, Senator. Perhaps I was unclear on it. 

We look at the loan from the standpoint of whether or not it can 
be made under 4 (a) as a collateral loan. If it cannot be made as a 
collateral loan, then they say: Nevertheless, make it. 

Senator Bricker. They still order you to make the loan? 

Mr. Syminetron. That is right, sir; and then the change will be that 
we will then supervise the best terms, as lending people, that the loan 
can be made under. 

Senator Bricker. Then the sole interest becomes national pro- 
duction? 

Mr. Symineron. That is right, sir. 

I might add that Mr. Wilson and Mr. Fleischmann are in entire 
sympathy and agreement that that is the way it should be. In fact, 
it was originally recommended to us by Mr. Fleischmann. 

Senator Futsricut. Mr. Symington, I thoroughly approve of that 
policy. The new bill, while it does not pertain to this particular item, 
does pertain to some other situations in which we of the committee felt 
that divided authority and responsibility on making loans was in 
error. I think the approach to it in this case is absolutely correct. 
I think that is a sound approach to it. That is exactly the way | 
understood it when we considered DPA, but you get the RFC all 
mixed up if they have to exercise judgment as to the necessity for 
defense and so on. 

Senator Bricker. There is always discretion as between those who 
could produce credit and those who could not produce credit, and I 
am quite confident that the testimony will show that they wanted the 
authority of the RFC or wanted to utilize the authority of the RFC 
to investigate credit on the part of the borrower. 

Mr. Symineron. Senator Bricker, sir, 1 think this next paragraph 
reads on that. These are the people I would like to see get into the 
discussion of loans. 

The CHarRMAN. Are you very busy this afternoon? 

Mr. Symineton. I am never busy when you want to see me, sir. 

The CHAIRMAN. Some of the Senators here have suggested that we 
recess until 3 o’clock. 

I have several questions here I wanted to ask you, and I presume 
Senator Fulbright has. Senator Capehart mentioned the fact that 
he has quite a lot of questions. 
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If that would be agreeable to vou, sir? Again, I regret that we were 
delayed because of the executive session this mornine. 

Mr. Symincron. Really, some of this is my fault, because you 
thought it Was all right if | went to Steve EKarly’s funeral and [ didn’t 
come here vesterday. I am at your service 

The CuarrMan. That is all right. 

If that is agreeable, then, we will recess until 3 o'clock. 

apt at 1:30 .. Tk, the committee recessed until 3 p 
of the same dav 

AFTERNOON SESSION 


The CHarrmMan. Mr. Administrator, will vou go ahead. plea 


STATEMENT OF W. STUART SYMINGTON, ADMINISTRATOR, 
RECONSTRUCTION FINANCE CORPORATION  Resumed 


Mr. Symincron. Mr. Chairman, may | continue with this, sir’ 

The CHAIRMAN. Yes, sir 

Mr. Syminaron. In the RFC is a final board of review, consistin 
ol the Corporation's five proba bly Hos t experie meed loan exainine 
It is a significant fact that not one oan ap yproved by this board of 
review has been the subject of eriticism in the recent congressional 
investigation of this agency. Every as criticized was approved by 
the REC Board of Directors against the recommendation of its ow! 
review board. 

Under the reorganized set-up,the Administrator does not undertak 
to reverse the recommendations of the REC’s Board of Review 
without giving his reasons in writing 

Senator Capenarr. Have you had oceasion to overrule them vet 

Mr. Symineron. I don’t think we have had a single one, Senator 


ho, sIr. if we have, if has been on only one or two small loans 
I will check that to be sure. 

Senator Capenarr. It is not important. I ig wondered 

Mr. Symincron. During the current period of defense production 
REC will have its role in supplementing credit cou. from oth 
sources. Experience in the last war and the current expansion proves 
that guaranteed loans will meet only part of the credit needs o 


defense mobilization 
This country is now in a period of expanding production, expanding 
economy controls, and rising costs. Such conditions will require 
i 


many businesses to secure credit assistance, especially as the a 
businesses attempt to shift from peacetime prod ucts to defense items 


Based on past experience, it is anticipated that RFC loans to in- 
dustrv in the fiseal vear 1952 will increase about one-third over the 
current fiscal vear. Many of these loans will be to relatively small 


subcontractors, a small-business men, whose attempts to add 
their ee A ‘ilitie Ss tO the de fe Tse job might othe rwis¢ be either 
hampet red ¢ 3 r elim Ink ated through lack of credit. ly nh this connection, 
RFC is specihioally charged with carrying out me loan program fot 
small business provided in the amendments to the Defense Production 
Act of 1950. 

Mav I insert in the record at this point this chart, which presents 
the history of RFC loan activities. Note the sharp rise and fall 
loans during periods of recession and expansion. 
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(The chart referred to will be found facing this page.) 

Mr. Symineron. The present position would seem comparable to 
that in 1941 prior to the major war expansion. 

The above summary of what the RFC is doing as presented to you 
today would seem to end any discussion as to its value, but there are 
certain additional factors I present for your consideration. 

In an effort to both preserve its freedom and at the same time 
maintain its high standard of living, America has now accumulated 
a staggering debt. Its Government must nevertheless face up to all 
the implications of this debt at the same time the rise of Soviet com- 
munism forces us, for security reasons, to embark on another vast 
program of mobilization expenditure. 

Nowhere in the economy is the resulting impact of these hundreds 
of billions of dollars of debt felt more heavily than in our private 
banking system and in the credit facilities that system is normally 
Xpe ‘ted to extend. 

In the past, banks paid money on your and my deposits and, there- 
fore, it was necessary for them to lend money in order to make money 
for their stockholders. 

Today, however, = their walls bulging with those Government 


ecurities necessary to handle the problem of this gigantic public 
dl debt. thes pay little or no interest on your and my deposits, but they 
obtain a larg cockien of their earnings from the Government funds 


they purchase with the money their depositors have placed in their 
care 

Under these circumstances, it is obvious that the lending policy of 
a bank can be handled on a tar more fastidious basis than before. A 
bank can just about eliminate any element of risk in its loan policies 
and still make money. 

The CuatrMan. Do vou think a majority of them do that? 

Mr. Symrneron. That is something Mr. Chairman, i that 
apparently OES by localities. In some localities our analysis shows 
banks are very much more prone to lend money on the old theory 
of risk lending than in others. 

Senator Capenarr. Of course, in all fairness to the banks, they have 
a pretty tough situation in these bank examiners. 

Mir. Symrnaron. Yes, sir. I remember some previous testimony 
before vou on that. 

Senator CapEHArt. I mean, they are pretty tough on the private 
tOAnNS. 

Mr. Symincron. Senator, if a bank examiner can count a lot of 
Government securities, he could go on about his business a lot faster 
or if he has to investigate a lot of loans. 

enator Capruart. Yes, that is right. He likes to get home. 

Mr. SyMINGTON. Yes, sil 

The Cnairman. That same thing happened with the mortgages on 
housing. It takes them a little while to check the mortgages and 
service them, and that is probably the reason why there are so few 
mortgages that have been clven on FHA and other approved mort- 
SAM ~ 

Mr. Symincron. I believe that is correct; ves, Mr. Chairman. 

Some element of risk in lending, however, has heretofore been 
considered an important aspect of our private-enterprise system. 
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May we point out that RFC pays interest to the Treasury on a 
substantial part of the money it loans. 

The CuarrMan. What is the limit? 

Mr. Symineron. Anything over $100,000,000, plus retained aceu- 
mulated earnings, it pavs interest on, sir. 

Senator Carenart. Have you got anything over $100,000,00: 
outstanding? 

Mr. Syminetron. Yes, sir. 

Another aspect is that banks are willing to still incur risks o1 
private loans but at interest rates far above the normal value o 
money. RFC is a great deterrent against evxcessive interest: charge- 
because it can lend the little-business man, if he cannot obtain a loa: 
with proper collateral, on reasonable terms 

This I beheve— that under the steady march in this country toward 
the “big’’—big government, big business, big taxes, America is 
steadily moving toward a concentration of wealth— and a concentra- 
tion of power behind that wealth—which in a relatively short tin 
mav put us pr rilously close to socialism. 

Senator Capgesart. Which do vou think is going to get there first 
big government, big taxes, or big business? 

Mr. Symincron. Well, if they both get thc re at the same time, su 
I think that will answer the point. 

Senator Capenarr. Of course, that is quite a condemnation of th: 
Nation and the Government over the past 25 vears, is it not? 

Mr. Syminaron. | think it would be a condeinnation of activi 
in additional vears. : 

Senator Capenarr. | threw 5 years in for good measure. Ot 
course, that is what [ have been maintaining for the last 20 vears 
that the so-called New Deal policies were tending toward big business 
and big government and big taxes, and tending toward socialism, an 
I am glad to see that you agree with that philosophy. 

Mr. Symineron. I do, yes, Senator, agree as to the dangers 0 
bigness leading toward socialism 

The CuarrmMan. You think the New Deal policies are socialism? 

Mir. Syminaron. | wouldn't say that, Mr. Chairman. 

Senator Capenarr. | think the end result of the thought an 
philosophy and the things that we have been doing over the past 2! 
years would be socialism. 

Mr. Symineron. Well, Senator 

The CuarrMan. What happened the first 10 vears before the las 
one, though? Are you familiar with 1929? 

Mr. Syminaron. Yes, sir. 

The CHatrMan. 1930? 

Mr. Syminaton. Yes, sir. 

The CHarrMan. 1931 and 1932? 

Mr. Symineton. Yes, sir. 

The Cuarrman. Who bailed the very banks out that borrowe 
money from the RFC? 

Mr. Symineton. That I am certain of, sir. 

The CHarrman. I know so. 

Mr. Symineton. [ didn’t know, Mr. Chairman. just what vo 
meant by New Deal, the definition of it. 

The Cuarrman. I did not want the definition, because [ have neve: 
been able to figure that out, but we had a little trouble in 1929 


MR PEO ANaASTatronrp arven- wn rrr 
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Mr. Symineron. Yes, sir. 

May | proceed, Mr. Chairman? 

The CHarrMaAN. Yes. 

Mr. Symineron. As a wise man said to me years ago, the walk 
from trusts, cartels, and monopolies to socialism is just a step across 
the street. 

Senator CareHArT. Let me ask you this question: Do you think 

‘have more monopolies today than we had 20 years ago? 

" St Gaioeen, Senator, that would be a difficult question to 
inswer. 

[ would say that if vou consider domination of an industry as 
nonopoly, and leave aside the question of control through patents 
ind so on. There is more monopoly today than 20 years ago. 

Senator CaPpEHART. In other words, the philosophy that we are 
following today is the philosophy of big government, big business, and 
monopolies; in other words, the bigger getting bigger and the smaller 
having a harder time. 

Mr. Symineron. | don’t think there is any question about that, 
sir, both in business and in government. 

Senator Capenarr. And as you said in the paragraph above that, 
t eventually leads to socialism. 

Mr. Symrineron. If I may interpret your question a little dif- 
ferently, Senator, I would say that anything which tends to hurt or 
lestroy little business automatically leads to socialism 

Mav I proceed, sir? 

Senator Capenart. That on the theory it is easier for the Govern- 
nent to nationalize a few big monopolies than it is to nationalize 
two or three or four hundred thousand or a million small businesses? 

Mr. Symineron. That is exactly right, sir. I think the experience 
of some of the countries we are fond of proves that only too well. 

Senator FULBRIGHT. Not only easier, but the motive for doing it 
s greater; is it not?) You have fewer defenders. 

Mr. Symineron. Yes, sir. 

Senatot Futericur. Then the policy that we have been following 
if course, makes it necessary for the Government to adopt at least a 
semisocialistic corporation such as RC to loan money to private 
ndustry 

Mr. Syminecron. Well, I like to see a corporation like RFC try to 
prevent one or two companies from getting « ‘ontrol of a basic industry. 

Senator Carenarr. Yes, under the circumstances, but I mean the 
philosophy and the general trend toward this bigness and monopoly, of 
‘ourse, that makes it necessary for the Government to step in, using 
a semisocialistic scheme such as FRC, to promote small business to 
keep the big fellow from completely gobbling it up. 

Mr. Symineron. Senator, with all due respect, sir, I see no dif- 
ference in a trend toward socialism in helping the small business down 
the street than lending $90.000,000 to a big Chicago bank. 

Senator Capenart. That was not my point. I agree with you 
there. 

In other words, the end result of what has been happening possibly 
makes it necessary to maintain a semisocialistic corporation such as 
RFC to help the little fellow. 

Mr. Symineton. Senator, I never felt that RFC was semisocialistic. 
[ think it was started by Mr. Hoover, and | don’t think there is 
anvthing socialistic about him. 
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Senator CaPpEeHART. I do not care who it was started by, but I still 
maintain when the Government operates a corporation for the pur- 
poses of RFC, that is semisocialistic. 

Now, it may be a good thing. I am not arguing that. 

Mr. Symineton. Do you think that helping people who have been 
washed out by a flood is socialistic? 

Senator Caprenart. In other words, the school program might be 
well termed a part of socialism. 

Mr. Symineron. An income tax might also be termed socialism. 

Senator Fu_sricur. It is antisocialistic, the RFC 

Mr. Symrneron. That is what I think, because it is about the 
only agency left that will help preserve small business. 

Senator Caprnartr. In other words, that is the medicine that we 
must now administer as a result of this bigness and monopoly that 
has been built up over the past 20 years, due to the philosophy that 
we have adopted in our Government. 

Senator Futspricur. And in trving to abolish the RFC, you are 
being very socialistic in your policies, 

Mr. Symineron. I think Senator Fulbright has put his finger on 
the point. I think anybody who argues RFC should be abolished 
is automatically prosocialistic. 

Senator CapsHart. Why not go back and eliminate the causes of 
this big government and this big business, this monopoly? 

Mr. Symineron. If you could do that, sir, it would be better. 

Senator CapgExHartr. And eliminate the need for RFC to loan money 
to the small-business men. 

Mr. Symineron. If that could be done, that would be fine, sir. 

Senator CapeHart. Why not attack it from the basis of laws that 
will help them to grow on their own, as a result of their own efforts 
by a better and more sane taxation system? Let them plow back 
their profits. 

Mr. SyMInNGToN. Senator, you are out of my field now. 

Senator Carenarr. I am thinking of one thing in particular, and 
that is to permit all businesses, small and large. to amortize thei 
facilities, new and old, over a period of 5 vears. 

Mr. Symineron. Mr. Chairman, sir, I think I touch some of thes: 
points, and if I could finish, then I could answer any questions. 

The CuairmMan. Well, if there is no objection, the Administrator 
may finish his statement and then we will have any questions. Is 
that agreeable? 

Mr. Syminecron. Almost certain progress toward that undesirable 
form of government is the elimination of the smaller businessman 
through the restriction or withdrawal of his credit, at the same time 
that there is a continuous increase in the size of his large competitors 

That is what has happened in certain countries which formerly 
were considered the master prophets of the private enterprise system 

Kor such reasons as restrictions on total lending authority, restric- 
tions on the amount that can be lent to any individual, banking 
policy not to lend on fixed assets, and banking policy not to make 
term loans, it is becoming more and more difficult for smaller busi- 
nesses to obtain credit on reasonable terms, despite such businesses 
nevertheless possessing what was formerly considered adequate 
collateral. 

As the current world situation develops, with its grave impact on 
the American economy, this credit vacuum is becoming more apparent 
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and we believe it will get worse instead of better. There is no more 
difficult time for small business than in a mobilization conversion 
period. 

It would seem that one real and practical finger in the dike against 
this trend toward socialism through the abolition of small business 
is the RFC 

As the large corporations in our great industries continue to grow, 
any credit problem to them becomes less. But as the national debt 
mounts under the spur of this new mobilization, the credit problem 
of the little-business man becomes steadily more acute 

I have had as much experience as most in direct contact with work- 
ing men and women in plants. Most of these citizens, regardless of 
their wages, have a desire, a hope. They want to break away from 
the “wage” and have, and have their children have, their own business 
which they hope will grow. 

Even though today ever mounting taxes make it more difficult for 
them to save their ‘“‘stake’’ to get started, they still have that hope, 
which in the past has been an inherent part of the American way of 
life. 

The RFC cannot give them the venture capital to start a business 
No matter how hard it is to begin, they must save or borrow else- 
where the original capital required. 

Surely, however, they should not be rubbed out of the business they 
have started with their savings because of credit conditions which have 
risen as a result of other conditions far beyond their control 

| believe that any organized effort to abolish the RFC is just an- 
other blow at small business in favor of the trust, the cartel, and th 
monopoly. I believe that the perpetuation of small business in this 
country is vital to preserve our system of free enterprise. 1 believe 
this agency is essential in order to prevent the entrance over here of 
one of the many “‘isms’’ now plaguing both the governments and the 
plain people in the lands of all our enemies and many of our allies 

Speaking of foreign countries, an apparent development in the 
United States is becoming more and more perplexing 

Since VJ-day to help the people of other lands the American tax 
payer has contributed over $30 billion. 

Today the Detroit mechanic, the Kansas farmer, the Texas cattle 
man is heavily taxed to help preserve his counterpart in many coun- 
tries and, under proposed programs, he is going to be taxed a lot mor 

In the present world crisis, it is our responsibility and our national 
policy to make grants and loans to foreign countries to aid them in 
withstanding the spread of Soviet aggression. This is a resonsibility 
which we must all face up to. 

Things have come to a pretty pass, however, if at the same time we 
are eiving tens of billions of dollars to the little peop le, and the big 
people, of foreign countries, we nevertheless won't allow our neighbor 
down the street, who has served us well over a period of vears, the loan 
of a few dollars necessary to maintain his established business when 
he is caught in economic conditions beyond his contro! 

The CHarrMan. I know vou are not going to follow this up, so if 
I might interrupt at this point: Do you believe that we should give all 
this foreign aid, because I do not. I never voted for the Marshall 
plan, that appropriation. 1 certainly intend to vote for as much 
cut as is offered. 
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Mr. Symineron. Wherever we have American boys on a front, 
like General Ridgway has or General Eisenhower has in effect, I am for 
giving them whatever is necessary to carry out the job, but I think 
that increases the importance of our wate hing 

The CHarrMan. Is it necessary for the American taxpayer to 
support the Government of France, the Government of Italy, the 
Government of England? That is what we are doing. 

Mr. Symineron. Mr. Chairman, that is out of the field of the RF€ 

The CHarkMAN. You said $30 billion. I am defending the RF 
I think you are absolutely right. 1 would far rather vote for some 
money for RFC for American businessmen than to vote for money 
for the socialist governments of England, France, or Italy. Iam agree- 
ing with you. 

Mr. Symincron. Mr. Chairman, may I proceed, su 

The CHarrMan. | am glad you brought that up. We just cannot 
keep on giving away money, and I want to put this in the record: 
Any dollar you send out of this country, you never get back. Any 
dollar the RFC appropriates is paid back 99 percent. 

Mr. Symineron. Yes Mr. Chairman. You know the tin story, 
preceded by the rubber story. 

The CHairMan. You can pay them back. 

Mr. Symineron. | only mention those two, sir, because they are 
part of the program. 

Why should American citizenship be a deterrent to obtaining aid 
from our Government, especially when in this case the aid must be 
backed by collateral? 

If we are interested in giving tens of billions of dollars to preserve 
the free-enterprise system in other countries, why should we not be 
interested in lending a few million dollars to preserve free enterprise 
in this country? 

Another group would abolish the REC because of corruption, and 
there were conditions in this agency which well merited criticism. 
They have been changed but a continuing analysis of the operating 
efficiency and integrity of the agency, just as in private business, will 
continue. 

What an absurdity, however, to imply that, because of possible 
corruption resulting from inefficient management, a Government 
agency should be abolished, regardless of its contribution to the 
American people and their economy. 

It would be just as logical to say that the Departments of State or 
Defense should be abolished beeause several officials were found 
dishonest. 

The important point to consider is, does the RFC contribute a 
necessary function during these critical days? 

Aside from its position in defense loans or in the handling of critical 
materials, | believe it is a true bulwark against all ‘‘isms,”’ through the 
preservation of independent business. 

| believe, therefore, that its continuation is essential to the pres- 
ervation of the American system of free enterprise. 

Thank you, Mr. Chairman. 

The CuarrmMan. Thank you. 

Senator Bricker. How many loans has the RFC made to small 
business in the last 5 years? Do you know? 


ae 
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Mr. Symineron. Senator Bricker, sir, I can get that. We have it 
broken down in categories and if you take under $100,000 to small 
business, well over 90 percent of the loans have been in that category 

Senator Bricker. That is only about what; 1 percent of the total 
amount of money that has been borrowed by those businesses during 
the last 5 years? | 

Mr. SyMINGTON. You mean all small business all over the country? 

Senator Bricker. Yes. . 

Mr. Symrneron. To be honest, 1 don’t know that figure. 

Senator Bricker. Is it not about 1 percent that RFC has loaned 
to all the borrowers for so-called small business in the United States? 

Mr. Symineron. | couldn’t say, sir. 

Senator Bricker. Do you think that that 1 percent is sufficient to 
preserve our private economy, as you ¢all it, or our private enterprise 
system? 

Mr. Symineron. | think that the preservation of the free enter- 
prise system, Senator, has a good many facets to it. Take a butcher 
who, in the last 6 months, who after saving money for 20 years, 
finally got his own shop, and then because of disagreements and 
arguments totally beyond his power to control, found he couldn’t 
get any meat to sell. In my opinion the banking credit expansion, 
has not kept pace with industrial expansion. Most of the bankers I 
know, Senator, agree with that. 

Senator Bricker. Could the banking Ssvstem not be reformed to 
meet a situation of that kind? Could not the RFC be a little bit more 
careful of its rules and regulations and credit restrictions? 

Mr. Symineron. Senator, we are being careful now, sir; | promise 
you that. 

Senator Bricker. Instead of careful, vou mean restrictive? 

Mr. Syminaron. Well, sir, ] would prefer the word ‘‘careful.” We 
don’t want to operate against the decisions that have been made by 
such agencies as the Federal Reserve Board. 

Senator Bricker. | meant Federal Reserve Board a moment ago 

It seems a bit inconsistent to me for one department of the Govern- 
ment like the Federal Reserve to say to the banks: You cannot make 
certain loans because of the credit situation, and vet the RFC will 
make them because of publie interest. The Government is inducing 
or producing, creating a situation that makes RFC necessary. It is 
rather difficult for me to understand how the RFC in its private lending 
capacity is doing very much to preserve the private enterprise system 
in this country or the capitalistic svstem, or whatever vou want to 
call it, or giving men an opportunity. It is bound to give men an 
opportunity who have not measured up in their own ability sufficient 
to get private credit and private capital, and there is every opportunity 
for favoritism in every way, shape, or form. 

Mr. Syminaron. That is true in every Government agency. 

Senator Bricker. That is true in every Government agency. 
That is what I am getting at, exactly. I am not criticizing RFC, 
but any (Gsovernment loaning agency has vot to pick and choose 
between those who apply, and those who apply are the ones who can- 
not get credit in private institutions. 

Mr. Symrncron. Or any Government buying ageney. You are 
handling more money in a week in the Navy or the Air Force or th 
Army than you do in a vear in the RFC. 
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Senator Bricker. That is true. That is why we ought to be 
more critical and careful of the institutions of Government than to 
be too restrictive and maybe less restrictive on private institutions 
of the country that really know the situation locally. They under- 
stand the character of the people and they know the possibilities 
possibly better than anybody in Washington can of a project making 
good, of a product being acceptable, and | just inherentky, in a time 
of adequate credit—there is a lot of credit in the country today, 
as you know—feel that the Government maybe has not any place 
in the private lending business. 

Now, I grant you that in this period when we have got the Army 
and the Navy and the Air Force build-up, we have got to have all 
kinds of materials and supplies, that vou can render a very construc- 
tive service—there is no question about that—in the war production 
program, 

Of course, some other institution might render the same service 
but you are available for that purpose. 

[ have also felt that there might be a possibility of restricting the 
lending power of RFC to participation loans, possibly, where you 
have that local control element, where vou have that local contact 
with the business itself. I think I favored that 3 vears ago when I 
had this matter up before. 

Mr. Symineron. Could I comment on that, sir? 

Senator Bricker. Yes; | would like vou to. 

Mr. Symineron. Any time we get a participation, we welcome it 
because it cuts the community into the situation. We have found 
that often a bank will turn down a loan. But if the RFC grants the 
loan, only after the borrower has shown that he has been denied 
prive ite banking facilities, the bank will then come in and participate. 
That happens many times. 

Senator Bricker. And I think that is very helpful to the whole 
program. 

Mr. Syminetron. Yes; so do I, sir. I wish every loan we have 
could be a participation loan. 

Senator Bricker. There has been a lot of investigation into the 
manipulations of Mr. Boyle and his relation to the RFC prior to 
your coming in. 

Have you made any investigation of that? 

Mr. Symineton. Yes, sir. At the request of the President, I 
looked into the files of the RFC and there was nothing that showed, 
with respect to this company, the American Lithofold Co., in any 
way whatsoever with respect to Mr. Boyle in the files in Washington. 
The corporation in question had filed some papers with the St. Louis 
agency Which showed that at one time Mr. Boyle had been employed 
by the corporation. All that is already a matter of record. 

Senator Bricker. You have nothing bevond what has appeared in 
the press? 

Mr. Symrnctron. No, sir; nothing, Senator. 

Senator Bricker. Your report did confirm that he had been 
employed by the company in some capacity, whether it was connected 
with the loan, or not? 

Mr. Syminaton. Yes, sir. 

Senator Bricker. It did not show whether he was connected with 
this loan, or not? 
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Mr. Symineton. No, sir. 

Senator Bricker. You have no written report or anything of that 
kind which would be available for this committee, have alg 

Mr. Syminetron. I would be very glad to make one for the com- 
mittee, sir. 

The Cuarrman. Without objeetion, Mr. Symington will file a 
eport about Mr. Boyle. 

Senator Caprenartr. There is no question but what he was employed 
as an attorney by the corporation. 

Senator Futsrigut. Mr. Chairman, you say ‘‘without objection.” 
We voted this morning to turn over to the Hoey committee whatever 
material we had on that matter, and I understand they are investi- 
gating it. Ido not quite understand why it is necessary for him to 
make a separate report to us when the subcemmittee certainly is not 
roing into that. 

The CHarrRMaNn. Senator Bricker requested the Administrator to 
file that, and he said he would be glad to file it. I do not mean that 
we start that investigation; but, as I understood it, Mr. Symington 
had looked into the records. After all, RFC is subject to this 

ommittee. 

I think the thing to do would be to file that. 

Senator Futsrenr. If it is understood that you are just filing 
some letter that you have already prepared, I have no objection, but 
I just do not want this to ease into another investigation unless you 
are going to do it in an all-out and complete manner. These halfway 
nvestigations do not do any good. 

The Cuairman. I think the Senator asked for a memorandum of 
vhat he knows of Mr. Boyle’ 5 dealings, and I do not see any harm in 

eceiving that. 

Now, there were some charges against Mr. Gabriclson, too. Do 
vou remember those? 

Mr. Syminaron. Yes, sir. I am familiar with that. 

The Cuarrman. I think you ought to file that, too. 

Mir. SymMinGcton. Yes, sir. 

The Caarrman. Mr. Boyle and Mr. Gabrielson both. In accord- 
ance with our agreement earlier today, this material will be forwarded 
to the investigating committee of which Senator Hoey is chairman. 

(The following was received in response to the above 

REEONSTRUCTION FINANCE CORPORATION, 
OFFICE OF THE ADMINISTRATOR, 
Washinaton, Auqust 30, 1951. 
on. Burnet R. Maybank, 
United States Senate, Washington, D. C. 

Dear Mr. @uarRMAN: In accordance with your request at the time I testified 
before your committee, with respect to information re Mr. Boyle and the loan to 
American Lithofold Co., our knowledge in that matter remains the same; namely, 
RFC files do not show that Mr. Boyle exercised any influence with respect to the 
obtaining of a loan by that company. 

Nor do our files show that Mr. Guy Gabrielson exercised any improper influence 

the loans made to Carthage Hydrocol, Inc. 

Sincerely, | 
STUART SYMINGTON 

Senator Futsricut. Mr. Chairman, I would like to make a motion; 
but, before I do, 1 just want to make a brief observation on this 
statement by the Administrator. 
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In the first place, I think it was a very excellent statement. [i 
carries out and states policies which the committee is thoroughly in 
accord with, as | understand the committee, after hearing them discuss 
the matter for nearly 2 years. Having had some responsibility fo: 
urging the appointment of the Administrator in place of a board, | 
think the appearance of Mr. Symington goes a long way to justify 
that change, because it does give us a responsible voice with whicl 
the committee can communicate regarding the affairs of the RFC. 

| think that Mr. Symington is taking hold of the RFC in a very 
fine manner, and | am encouraged by the progress they are making 

Mr. Chairman, I would like to move that the committee reconside 
the action this morning with regard to the printing and publication ot 
the minority report. 

| assumed this morning that this report was similar to one whic! 
| had read prior to about 2 weeks ago. I had not read this one this 
morning. I have, since that meeting, read parts of it, and I do not 
think the committee ought to take the responsibility of—I do not 
wish to take the responsibility even of approving its transmission to 
the Senate without having read it thoroughly. 


It is well known that no members of the committee, other than the 
minority members, have read the report this morning—l believe that 
is corrector even seen it until we came into the room this morning 


| confess that I think that I should have taken the precaution te 
have insisted that we be given an opportunity to read it, but 1 did not 
I confess that error. 

| do not like to have this committee even in any way endorse th 


report as a legitimate minority report until the committee has had 
an opportunity to read it. Ll have read parts of it, and they seem to ' 


me to be—some of them—irrelevant to the study made by the sub 
committee. Some of the parts seem to be unduly vicious in ther 
attacks upon individuals involved in the study of the RFC, and | 
think the committee ought not to act until it gets a chance to read it 
All | am asking is that action be rescinded and we vote on it Monday 
whether or not to authorize its transmission to the Senate. 

| quite realize that the minority can make it in a formal speech o: 
any other form and get it into the Congressional Record, but that is a 
very different matter from this committee in a sense passing it o1 
and having it printed as a public document and, certainly, with many 
people leave the impression that this committee approves the minoritts 
report 

l think it goes far beyond what the other report which I had rea 
dealt with, and deserves careful consideration. 

Senator BrickEr. Mr. Chairman 

The ("Hy AIRMAN. | think we oucht lo go into CXC utive session. 

Senator Bricker. Before vou go into executive session, I] want 
sav also 1 commend Mr. Svmington for the fine presentation here, fo: 
the fine job that he is doing down at RFC. It has been a great im- 
provement, and I said to Mr. Symington this morning personally that 
if he had been down there I am confident there would have been no 
criticism such as we brought out in the committee hearings, in the 
manipulations of RFC. 1 know there would have been no politica 
influence on either side brought to bear upon Mr. Symington that 
would have influenced his judgment contrary to the public interest 


enema 
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[ do differ on the question of whether or not the Government ought 
to be in the direct lending business, ~ that is an honest conviction on 
my part, so far as policy is concerned; but I just want to say it is in no 
sense a criticism of Mr. Symington or his administration of that 
department. I think he has gone a long, long way in relieving the 
situation that led to the criticism of this committee and to the reports 
which have been made from time to time by the committee. It is 
only a question of difference in policy, and that does not go to the aid 
which you are giving now in helping carry out the war program. 

Mr. Symineron. Thank you, Senator. 

Senator Benron. Mr. Chairman, could IT just state one thing? 

| am personally gratified at the remarks that Senator Bricker has 
ist made, because my friendship with Mr. Symington goes back to 
our undergraduate days in college. I frequently have jested with my 
riends that he has the greatest survival capacity of any man in th 
administrative branch of the Government. 

I think he has given us a demonstration today, in line with what 
Senator Bricker has just said, of why that is true, not only in his 
brilliant prepared statement but the manner in which he faces up to 
these questions extemporaneously. 

So, I am delighted, after more than 30 vears of acquaintance, to 
have this chance publicly to associate myse lf with Senator Bricker and 
Senator Fulbright and congratulate vou on the great job you are doing. 

\ir. Symineron. Thank you very much. 

The Cuatrrman. Let me ask vou this: When do vou think the Presi- 
dent is going to make the fifth appointment to the RFC Loan Policy 
Board? 

Mr. Symineron. If anybody is at fault on that, sir, I think T am. 
If T asked him, 1 think he would do it quite promptly, 

The CuarrMan. Has it been functioning all right with four? 

Mir. Symineton. Yes, sir, and we have had no disagreements that 
1 know of, Secretary Snyder and Secretary Sawyer and Deputy Ad- 
ministrator Bukowski and myself. 

The CuarrMan. I just asked you. 

Are there any further questions? 

Senator Benton. J think Mr. Symington is to be congratulated on 
an onerous job well done. 

Senator FuLsricut. Here is an example. I have not asked him 
this question, but I understood he would not take a membership on 
the Board of five, but he would take the administratorship because he 
had the opportunity to do something; he had the power and respon- 
sibility to do something. Is that not correct? 

Mr. Symineron. Yes, Senator Fulbright. | _ think an agency 
like this should ever be run by a board. You can’t operate with a 
board. You can decide policy but you can't rca . This is an 
operating agency. 

Senator Carpenart. You had better be careful, now. He will want 
an increase in salary 

Senator Futpricutr. He deserves one. I gave him the biggest one 
we could. 

Mr. Symineron, If I get it, sir, 1 have to give it right back. 

The CuatrmMan. What about stockpiling? 

Mr. Symineron. Well, stockpiling is out of the RFC’s hands. 
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The CuarrMan. It is under the Munitions Board, under Mr. Small! 
stockpiling? 

Mr. SyMINGTON. Yes, sir. 

The CHarrMaNn. But suppose they ran out of funds. You have 
the right to lend them funds; have you not? 

Mr. Symincron. I am not sure about that. I don’t think we have 
much money compared to what is needed for stockpiling. 

Senator Futsricutr. I do not think you have. I do not believe 
you have authority to make such loans as that. 

Mr. Symineron. Our general counsel here says we have no suc! 
authority. 

The CuatrMan. The Appropriations Committee could give you 
that authority, as they have done in the past on the British loans; . 
could they not? 

Mr. Symineron. Yes; Congress can give us anything they want. 

The CHarrMAN. | salensaal that, but it would not be legislation 

Mr. SymMinaron. Yes. 

The *CHarrmMan. In other words, on the British loan and other 
matters of general financing, the Appropriations Committee has used 
the RFC by putting it in the appropriation; they do that. 

Senator Futsricur. It was authorized, though. 

Senator Benron. | think the stockpile is better security than somy 
of the steps we have taken. 

The CHarrMan. They took some of your money away from stock- 
piling; did they not? 

Mr. SYMINGTON. I don’t know quite what money you are referring to \ 

The CuarrmMan. Under - Defense Production Act last year? 

Mr. Syminaron. Yes, si 

The CuarrmMan. How ak did they take away 

Mr. Symineron. What the Defense Production Act did last year 
was to authorize $2 billion, as 1 remember, and actually appropriat: 
$600,000,000. 

The CuarrMan. We have left it to the Appropriations Committe 
as to how much to appropriate. Last year they made it $600,000,000 

Mr. Syminetron. Yes, sir. Our relationship with the Defense Pro- 
duction Act, the Defense Department of Production is a relationship 
based on those loans they want us to make which do not stand up 
from a collateral standpoint. 

The CHarrMAN. But they can take your money and do that? 

Mr. Symineton. Yes, sir; they can. 

The Crarrman. To the extent of your amount of money as ap- 
propriated. 

Senator Bricker. Somewhat the same system as used during the 
war. 

The CHarrman. That is ae 

Mr. Syminaton. Yes; si 

The CuHarrMan. Do you have any anticipation as to how much 
money they are going to take from you this year? 

Mr. Symineron. No, sir, Mr. Senator. 

The CHarrMAN. Is your appropriation bill in the House now? 

Mr. Symrneron. Is our appropriation bill? Yes, sir. We hav: 
already presented our position before the House Appropriations 
Committee. We have a relatively very small budget 


) 
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The Cuarrman. What deficiency does it have? 

Mr. Symineron. It is around $17.8 million for all activities, including 
all lending functions and all material functions. 

The CuatrmMan. How much was it last year? 

Mr. Symineton. It was slightly more than that. 

The CHAIRMAN. Did vou not ask for $25,000,000 last year, orig- 
inally? 

Mr. SyMiIneron. $26,000,000. 

The CuairMan. This vear you asked for $17,000,000, so you have 
reduced your budget from $25,000,000 to $17,000,000. 

Mr. Symincron. Mav I| have the privilege of correcting those 
figures, sir, if they are not exactly right, for the record? 

The CuHarrMan. Yes. Are there any further questions? 

If not, we will go into executive session. 

Senator Bricker. Did he want to correct the record on some figures? 

The CHarrmMan. The figures of last vear’s appropriation. As | 
remember it, it was $17,000,000. 

Senator Carpenartr. Mr. Chairman, I want to say this: I question 
the advisability of going into executive session, inasmuch as this 
whole matter has been opened up. 

The CHarrMan. Senator Fulbright has made a motion. 

Would you repeat that motion? 

We will excuse you, Mr. Symington, unless you wish to stay? 

Mr. Symineron. Thank vou very much. 

Senator Ronertson. | understand we are going into a discussion 
of the minority report. 

The CuarrMan. I suggested after the motion of Senator Fulbright 
we have executive session. 

Senator Capehart said that was not necessary; so here we are. 

Senator Ronertson. I am compelled to suggest we function like a 
committee ought to function; that is, executive business be transacted 
in executive session. 

The CHarrmMan. As many as feel that way, raise your hands? 
Four have raised their hands. The aves have it. 

(Whereupon, at 4 p.m. Wednesday, August 15, 1951, the committee 
recessed, to reconvene in executive session. ) 


x 





